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compared projects going. The longex this period, the longer

the capital investments remain inert, while cwpital invested in
a project with a shorter construction peried will already be wax-
king. Here the following arguuents should be considered; if the
capital remaining for a time inert dae to delay in comstruo-

““¥iomy had been invested in some other ssction of the matioml

economy, it would allow an inorease in labopr prodnotivity
agd give an effect, conditiocnally egnal to the average effeot

for the entire national economy.This 1is what should be taken

into account in the comparisan. In other words, for projects
amoun?
requiring long®T construction periods, te the total sam of

construction und operatiomel costs the unrealizable part of the
national product should be added.

When comparing alternative projects differing in pexiods
of investpent, the effeot of delaying investpents should be
estimated. This refers t0 & case whem, Bay, one project ro@irel
a smaller sam but without delay, while the other requires a
larger sum but over 5 or I0 years., 1If the latter projmoct is

ohosen, assets may be not invested immediately, bat used in
another sectiom of the national economy, where in the 5 or 10
years in question, :::g would bring a 3:011:}1 of produotion
oconditionally at the/\rate as in the overall pational economy.

This shows that delay of investwents to a later date is similar
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to an insrease of the current year's capital investments by

the same sum with all the ensuing consequences, Therefore it
is of parsmcunt importance not to freeze investments but if

possible tranfer them te the following years applying the
released asseis where the demand is most keep,

On the other hand, capital investments Planned for the
futare may be expressed in terms of to-day's investments,
Por this purpose the assets to be invested in the future, say

over "t* years,may be regarded as & sum of to-day's inveatmert s
Plus the effeot which ocan be derived during these't * years, ¥a

For instance, five milliom ronbles to be invested over *t*

Years may be regarded as three million xoubles uvestod-tow,

o

Plus two million roubles effect obtained in the "t* years

Thed
period, m-nui:, a ocapital investment ®*A®* will give

a oortainAot?eot in the period of ®*t" years, s¢c that the

capital investment plms the economy will amount to "Afe,
C onee

where 'R %is the -mte.afh ?mt“,-hioh is more thuAI.¢

This means that the capital "Aff* invested in the 't' th~
year, is equivalent to the capital "A" invested todq #thcré’{

M/’T"Zh the exgx@tW&iﬂud by * R_)
for the ";it‘ﬁ‘- ye x mey equallff to the expendituroA/jA
the initial year.

compariseon of alternative projects should take into account

Approved For Release 2008/12/10 : CIA-RDP80T00246A003100340001-9



A PR

A
pproved For Release 2008/12/10 : CIA-RDP80T00246A003100340001-9

.x__

that, as time goes on)the cost of materials sad means
of production will drop a8 a consequence of p‘ teshnical
progress, the growth of lahoﬂ.! productivity apnd the redno-
tion of prodaction costs. Therefore in calgulating the proapect
tive effectiveness, as we always have to do, one has te deal
with prospective prices, and take imto account their
forthooning reductione

Thas by analysing the effectiveness of capital invest-
ments made in previous years ,and on the plan data conoer-

ning the national product, pational income, cossumption snd

accumulation, it is possible to establish a aystem of capi-

tal investment effectiveness indexes in order to asgsess the

expediency of such investments in the process of planning
and designing. Phe main task of such economio calcalations
is to compare,on the w hand, the expenditure of social
hb?(r jnveolved in the realization of the project, and,on the

other hand, the advapntages which the project can give to the

pational econonmy. In tnetprocess calculations of expenditures
and profit should be as complete as possible not only in
the narrow limits of the given branch of industry, out also

‘1n ‘6thsr branches of the entire national econod with whish

the project may be cennected. Purthermore,these comparisons

should not refexr to some period taken at random, bat should
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embrace a period of aufficient duration and ghke into

ascount the prospective. developuent of the ocountry's natiomal

(1] MOW .
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